Introduction
The employment rate of older Europeans has been increasing since 2000 as a result of structural reforms of the labour market and pension plans of welfare states, and the 2009 economic crisis did not significantly impact this trend. Retirement decisions in the context of the contemporary "great depression" have been widely studied in the US (Coile and Levine, 2011; Gustman et al., 2010; Goda et al., 2011; Szinovacz et al. 2013 ) and in Europe (Aranki and Macchiarelli, 2013; García-Pérez et al., 2013; Crawford, 2013) . These empirical studies helped clarify the two-sided theoretical mechanisms at play. On the one hand, economic decline and unemployment reduced economic opportunities for job retention and favoured moderate increases in retirement, essentially among lower socio-economic groups. On the other hand, the decrease in the value of assets due to declining stock and housing markets led to modest or non-significant postponement of retirement. By and large, the major economic factors (changes in unemployment, stock market, or housing market) have a contradictory and modest effect on changes in anticipated retirement age and retirement decisions. Goda et al. (2011) suggest that the wealth shocks per se may not have affected shifts in retirement decisions, but rather other factors associated with the crisis and that also correlated with stock market indexes. The authors specifically pinpoint the potential influence of behavioural determinants via economic pessimism. They even assume that the latter could be the "true driver of individuals' perceptions of their retirement security".
Recent studies in behavioural economics shed light on factors other than the standard determinants of retirement provided by the life-cycle framework (see Knoll, 2011 for a review of the literature). Drawing on Prospect Theory (Tversky and Kahneman, 1979) , individual choices result from the evaluation of gains and losses relative to a reference point. The models typically incorporate loss aversion: in evaluating outcomes, losses are given more weight than gains. A loss is regarded as an outcome that the decision maker perceives as negative in relation to a reference point. A fundamental issue in reference dependent models is the specification of the reference point. In Koszegi and Rabin's (2006) model of referencedependent preferences considered rational expectations as a reference point. They assume that reference point is based on recent outcomes and tied to beliefs about outcomes. A potential, though less studied reference point for older workers is the level of income they expect to earn in the labour market before they retire. "Equating the reference point with expectations
[…] is […] important for understanding financial risk: while an unexpected monetary windfall in the lab may be assessed as a gain, a salary of $50,000 to an employee who expected $60,000 will not be assessed as a large gain relative to status-quo wealth, but rather as a loss relative to expectations of wealth." (Koszegi and Rabin, 2006: 1135) .
The 2009 economic crisis provides a unique change of context, which could more than usually reveal individual behaviours in the case where their expectations are not met. The crisis can be seen as an exogenous shock to most people, which would lead to changes in the future that individuals did not foresee as they where forming their expectations about their future well-being. Much in line with the target-income literature (Camerer et al. 1997) , we expect older workers with a loss relative to expectations of wealth to increase their willingness to work and to postpone retirement. Koszegi and Rabin's (2006) model provides three reasons why workers would have remained at work: (i) higher labour market earnings would help meet the target-income in the following periods, (ii) anticipations of higher earnings foster labour force participation, and (iii) loss aversion associated with inaccurate adverse forecasts, or a "bad surprise", would have led workers to compensate this "loss" by means of higher earnings in the labour market. The main hypothesis we test here is that in case of loss aversion, individuals who experienced a "bad surprise" i.e. a situation where the standard of living was lower than expected, were more likely to remain active on the labour market, ceteris paribus.
The main contribution of this work is to take into account non-standard preferences in individuals' decision to retire or remain on the labour market at older ages in the context of the 2009 economic crisis. Although the determinants of the job retention of older workers in Europe are well documented in the economic literature, the empirical literature devoted to retirement planning and expectations is less studied (Riedel, 2015) . One difficulty that needs to overcome is that reference points are not directly observable economic variables.
Nonetheless, in the case of expectations as reference points, standard survey questions on individuals' expectations can provide satisfactory proxies. anticipations matched the expected situation; (ii) a "good surprise", when they experienced a better situation than they expected; and (iii) a "bad surprise", when individuals anticipated an increase in wellbeing that did not occur. These variables are associated with the usual lifecycle determinants of retirement decision to explain older workers' decision to remain on the labour market in 2011. In the presence of loss aversion, the effect of a "bad surprise" on job retention should be larger than the opposite effect of a "good surprise," once the effects of misapprehension, change in utility consumption, and other individual characteristics are netted out.
The article is organised as follows. Section 2 contains a brief review of the literature of the main determinants of job retention and retirement decisions in terms of the life-cycle model and behavioural economics studies on expectations. In section 3, we present the dataset used and the econometric specifications, with full details on the variables used. The results are presented in section 4 and a discussion is provided in section 5. A number of conclusion are drawn in the last section.
Previous Literature
2.1. Retirement decisions and job retention of older workers in the life cycle framework In the life-cycle approach, wealth, health and work conditions are considered as the main drivers of the labour force participation of older workers. Wealth is obviously an important driver of the decision and timing of retirement (Dorn and Sousa-Poza 2005; Bütler et al. 2005) . While poorer individuals have less financial capacity to decide between employment and retirement before the legal retirement age, wealthier individuals are more prone to anticipate their departure from the labour market. This being said, wealthier workers have a lower utility of leisure and may remain in the labour market longer, especially if they entered the labour market at older ages because of higher education. By and large, individuals who enjoy a higher socio-economic status (SES) tend to work longer than lower SES individuals (Li et al., 2008) . Individual preferences play a major role in retirement planning. For instance, Gustman and Steinmeier (2005) show that retirement is often a joint decision between husband and wife.
Health status appears to be one of the most important determinants of the labour market participation of older workers (Barnay, 2015; Lindeboom, 2006) . Although the relationship between health status and labour supply appears obvious, the direction of causality is ambiguous (Strauss and Thomas, 1998) . Two effects appear to simultaneously play in opposite directions: work conditions can be the source of health deterioration and, at the same time, poor health can be the cause of withdrawal from the labour market. Many empirical studies have shown a "healthy worker effect." Poor health status results in early retirement from the labour market (Alavinia and Burdorf 2008; Jones et al. 2010 ). Dwyer and Mitchell (1999) show that unhealthy people plan to retire on average 1 to 2 years earlier. GarciaGomez (2011) studies the impact of a health shock on labour-market outcomes in nine European countries on the basis of the ECHP. The results, obtained by applying matching methods, suggest that health shocks have a significant causal effect on the probability of employment: persons suffering from a health shock are much more susceptible to leave their job and transiting through disability.
Job satisfaction and work conditions influence the retirement decision to the same extent as health status (Väänänen et al., 2004; Ferrie et al., 2005) . Karasek and Theorell (1990) and Siegrist (1996) developed models revealing the impact of work conditions on health status.
Using a longitudinal dataset and cross-country comparisons, Llena-Nozal (2009) and Datta Gupta and Kristensens (2008) showed that a favourable work environment and high job security lead to better health conditions. In addition, job satisfaction is often used as an overall summary of feelings about how workers consider their job. This concept is particularly important as the feelings of work-related satisfaction or dissatisfaction contribute to overall quality of life (Drobnič et al., 2010) . Finally, hard working conditions and the degradation of health capital contribute to lower productivity among older workers, increasing their take-up of sick leave and raising the risk of job loss in Europe.
Expectations and retirement decisions
Aggregate retirement behaviour hides huge differences among individuals. Choi et al. (2014) state that some people make better economic decisions than others and the heterogeneity in choices is linked to differences in preferences, information and beliefs. A number of studies point out the role of expectations on the retirement planning process. Expectations can lead to the establishment of reference points, which may affect the decision of when to retire. For instance, on the basis of a Dutch panel data on retirement behaviour, van Solinge and Henkens (2009) show that workers with a higher perceived life expectancy plan to retire later.
The economic theory postulates a certain number of mechanisms through which this indicator modifies individuals' behaviour in the face of retirement: a wealth effect at the end of the life cycle, an uncertainty effect on savings, and an effect related to the risk of longevity. Hurd and McGarry (1995) and Hamermesh (1985) suggest that respondents have a fairly good idea of their probability of living to 75 years old. For Hurd, McFadden and Merrill (1999) , the probability of survival is related to both health status and predicted life expectancy.
Individuals thus appear to have quite a fairly precise idea of their individual life expectancy and adjust their retirement decision by estimating their life expectancy after retirement (Hurd, Smith and Zissimopoulos, 2004) .
Other expectations can also have an impact on the retirement decision such as anticipating future pension reforms. Some studies focus on the adjustment of individuals' retirement expectations following an exogenous chock such as a pension reform. From a German longitudinal study, where respondents reported the age at which they expected to retire, Coppola and Wilke (2014) estimate the impact of the 2007 German pension reform (increase in the SRA from 65 years to 67). Using a difference in differences method, their findings conclude that subjective retirement expectations are more sensitive to policy changes for younger cohorts and high educational attainment groups. 
Variables
The variable we aim to explain is individuals' change in labour supply between 2006 and 2011. Since all respondents were employed or self-employed in 2006, the explained variable could have just indicated whether the respondent retired in 2011. However, the usual distinction between retired, unemployed, or inactive is not really appropriate in the case of older workers as any kind of exit from the labour force could be analysed as a transitory stage before reaching the statutory retirement age. Claiming public benefits from unemployment and disability statuses for some time are found to be common pathways to retirement in Europe. In order to capture the full dynamics of retirement decisions, the status "retired" was combined with other non-working conditions in a mixed-bag of statuses depicting exit from the labour force. Our goal is not to disentangle the status "retired" from unemployed or inactive statuses. As a consequence, one may say that the variable to be explained is 'job retention' between 2006 and 2011. We select all employed or self-employed respondents in 2006 and we estimate the probability of being employed four years later. The dependant variable is dichotomous, taking the value 1 if the respondents self-report in 2011 being currently employed or self-employed, and 0 otherwise. probabilistic beliefs about the relevant consumption outcome held between the time she first focused on the decision determining the outcome and shortly before consumption occurs".
First, respondents are asked in the base year, what the chances (in per cent) were that five years from then their standard of living would be better ("the ability to buy goods and services"), and then, what would be the chance they got worse. If the response is higher than 50%, respondents expected some increase or some decrease in living standard. A third case is considered when respondents with a probability lower than 50% in both cases were classified as expecting a relative status quo. The very rare cases (1.2% of the working sample) when respondents gave contradictory responses (i.e. expecting both increase and decrease in living standard) are considered as missing values; other values are coded (-1) for expected decrease (0) expected status quo or (1) for expected increase. Second, the change in living standard respondents experienced is a simple three-category measure of (-1) decline, (0) status quo, or
(1) improvement in income adequacy derived from a self-assessed question that was asked in the base year (2006) and repeated at the following wave (2011): "Thinking of your household's total monthly income, would you say that your household is able to make ends meet (1) with great difficulty, (2) with some difficulty, (3) Fairly easily, or (4) Easily." Third, the cross-product of the categorical variables of expectations and experience allow us to define three additional situations: whether the respondents experienced a "bad surprise" (the standard of living of 2011 was lower than expected), a "good surprise" (the standard of living of 2011 was higher than expected), and "no surprise" (the standard of living of 2011 was more or less expected). Fourth, since our variables of interest were based on changes in living standards between waves, we wished to control for other contemporaneous changes in other domains, like health and social. We derive a dichotomous measure of health shock taking the value 1 if the respondent declared the onset of a chronic disease in the period, and 0 otherwise; and a dichotomous measure of change in the marital status -whether the situation vis-à-vis the relationship changed between the two waves.
The usual determinants of labour supply in a life-cycle model included individuals' (i) demographic, social and household characteristics, (ii) health, (iii) wealth, and (iv) work characteristics in the base year.
-We first selected personal characteristics like age (continuous), gender, education (in three levels: lower than high school, high school or college, and university degree), and whether the respondent is a migrant (not born in the country of residence). As family constraints may prove important determinants of labour supply, we retained a set of variables in the base year which depicted whether (i) the spouse is active or inactive, (ii) the respondent is a caregiver (help given outside the household), and (iii) respondents' children aged 18 to 24 in the household are in education, unemployed, or at home. They respectively account for joint husband and wife retirement decisions, informal activities of taking care of an elderly person, and the financial burden of having dependent children in the household, that may reduce the incentive to retain a job.
-We also retain a measure of poor self-rated health, which is a variable dichotomising the US version of self-perceived health into two categories: (0) excellent and very good and (1) less than very good. Since items from the self-rated health scale may represent different things for different people, it is possible to anchor the rating on a set of health measures that better depicts the multidimensional aspect of health (Bound, 1991) . A logit model is used to predict poor self-rated health in the base year based on individuals' response to the following variables: body-mass index, number of chronic diseases, limitations in activities people usually do, frailty, and depression. A logit model is used to predict poor self-rated health in the base year based on individuals' response to the following variables: body-mass index, number of chronic diseases, limitations in activities people usually do, frailty, and depression. The predicted outcome is simply the individual probability to report less than good health in the base year. We also control for respondents' cognitive capacities in the base year.
Measures of education level and cerebral performance are indeed potential confounders of behavioural responses since errors and biases in decision-making are wired into the brain architecture (Kahneman & Tversky, 1979) . More precisely, recent developments in the literature suggest that numerical ability (a proxy for financial literacy), cognition and education level independently predict retirement planning (Altman, 2012; Gerardi, Goette & Meier, 2013) . SHARE developed an objective measure of cognitive functions that comprised both cognitive abilities (memory and verbal fluency performance tests) and numeracy (numerical reasoning performance tests). The combined measure, called 'cognitive performance' is a continuous variable taking its theoretical value between 0 and 1.
-Wealth is measured as the net amount of households' financial assets in purchasing power parity (PPP). Specifically, the net assets are obtained as the sum of amounts from bank accounts; bond, stock and mutual funds; and savings for long-term investments; minus the amount of financial liabilities. Elements of respondents' work include a categorical variable indicating whether she declared being employee, a civil servant or a self-employed. We also retain a self-reported measure of job satisfaction taking the value 1 if the respondent (strongly) agreed with the following proposition:
"all things considered I am satisfied with my job," and 0 if she (strongly) disagreed.
Additional covariates include some retrospective data. Two variables are collected from the wave 3 (SHARELIFE) in order to control for events in the life history of respondents prior to wave 1: whether she experienced (i) periods of financial distress or (ii) health problems over her adult life. The former is a dummy indicating if the respondent encountered any periods of financial hardship throughout her life. The latter is a binary index of health, taking the value 1 if the respondent reports any periods of ill health over the lifecycle (>1 year) or if she reports any physical injury over the lifecycle (>1 year). Two additional behavioural measures are also retained: whether the respondent was risk-averse, i.e. whether she reported taking average or no financial risk with regard to savings or investments (1) or taking above than average or substantial risks (0); and whether she expects to live a longer life, coded 1 if she reported a perceived probability to reach a target age higher than 50%, and 0 if she reported 50% or lower.
Econometric Options
Our aim is to estimate the job retention between 2006 and 2011. Sample selection issues do not seem relevant here since our main interest lies in the effect of a specific set of behavioural determinants on job retention, rather than job employment. Put differently, our analysis focuses on a specific time span (the 2009 economic crisis), so that the determinants of labour market exit before 2006 could be thought as independent from those at stake here. We are confident in using a simple regression framework, as long as the various sources of individual heterogeneity could be addressed, for which SHARE provides a wide set of covariates. Probit models are used in the case of dichotomous outcomes to obtain efficient variance estimation.
A reduced-form model is formally written as:
where y i is the status on the labour market, Φ the cumulative density function of the normal distribution, X i the explanatory variables, and β the parameters to be estimated. Four sets of determinants are considered in turn: X 1 represent individual characteristics in the base year inspired from the life cycle framework: they include socio-demographic, health, wealth and work variables; X 2 stand for the retrospective life-history variables which complemented the life-cycle model; X 3 is the vector of the main behavioural measures of "good and bad surprise." As these variables are derived from a cross-product between two other variables, we also include the expected and experienced changes in standards of living, and potential confounders for change in health and social relationships over the period. Finally, X 4 includes additional behavioural measures of risk-aversion and perceived life-expectancy.
All four sets of variables are included one after the other (stepwise) and a Likelihood ratio (LR) test is performed to evaluate the contribution of the new set of variables to the previous model. In order to gain confidence in the results and to explore the effect of our behavioural measures, we also estimate the model separately for men and women, and for more traditional behavioural measures of risk-aversion and perceived values of life-expectancy.
Results

Descriptive statistics
Standard variables drawn from the life-cycle framework provide a comprehensive overview of the sample. respondents at work exhibit a "healthy worker effect" as they report quite a good health status in the base year (only 15.3% reported poor Self-rated health); and they perform relatively well at the cognitive tests (average score of 0.45 for a maximum at 0.88). Nevertheless, a significant share of respondents reports the onset of chronic illnesses over the period (23.3%), or reported having had health problems during their adult life (19.8%). Fourth, respondents' social and economic status (SES) is rather high with regard to educational levels (37.3% held a university degree); and only a minority were migrants (6.1%). Most of the respondents are in a relationship in the base year (82.9%) and only modest changes in marital status occur over the period (5.9%). About half the spouses (51.8%) are currently working in the base year. Households hold an average amount of €81.000 in financial assets (in PPP), but the individual situations seem quite diverse (standard deviation of +/-€181.700) and some households exhibit large amounts of debts. About a third of the sample report financial difficulties over their life (35.3%).
- Tables 1, 2 Tables 1 and 2 indicate that most respondents are able to make consistent forecasts of the evolution of their living standard (89.4% had "no surprise").
Despite the fact that respondents are essentially pessimistic about their future economic situation (the average expected change in standard of living is negative: -0.044), the majority of them benefited from an improvement of their situation (the average experienced change in standard of living is positive: +0.090). These results are consistent with the fact that individuals who experienced a "good surprise" were almost twice as many (6.7%) as those who experienced a "bad surprise" (3.8%). However, results in Table 3 (and Figure 1) indicates that the pairwise effect of a "bad surprise" on job retention was significantly higher than the pairwise effect of "no surprise" (respective retention rate of 75.5% vs. 62.3%; pvalue<1%), while the effect of a "good surprise" seemed lower and less significant with regard to the same reference (respective retention rate of 56% vs. 62.2%; p-value<5%). We interpret this initial result as loss aversion, since individuals who did not meet their reference point, remain at work in order to compensate for this loss by obtaining average higher incomes than they would outside the labour market. Those with a "good surprise" tend to leave the workforce sooner, but to a lesser degree, suggesting that individuals attached more to a loss than a gain. Table 3 decomposes the previous result by countries and euro-regions.
Unfortunately, the more we go in the detail, the less accurate the estimates became because of a lack in statistical power. Nevertheless, the proportions of job retention follow the same pattern across "good and bad surprises." Table 4 presents estimates for four sets of variables included one after the other in the models.
Overall model fit
Estimations for the standard life-cycle model (1) Turning to the details, model (1) corroborates standard findings from life-cycle theory. First, older workers are less prone to remain in the working force (-8 pp. per year old), and women tend to be less present on the labour market at wave 4 (-5 pp.). Notice that respondents whose spouse is not working in the base year have a higher propensity to leave the labour market (-9.6 pp.) which suggests that decisions to withdraw from the labour market decisions are not taken independently. Second, as expected, health status is associated with job retention decisions: in the case of poor self-rated health (-17.8 pp. per 1/100) and cognitive performance (+15.6 pp. per 1/10). Third, individuals with a higher level of SES tended to work longer than individuals with a lower SES. For instance, possessing a university degree (+8.5 pp.), and higher amounts of net financial assets (+1.3 pp. per €10.000) are significant drivers of job retention in wave 4. Fourth, respondents who reported being satisfied with their job in wave 2 a higher probability to remain in the working force (+4.9 pp.). Fifth, there are other individual idiosyncrasies associated with job retention at wave 4: being a migrant (+12.7 pp.), and being self-employed (+17.5 pp.) in the base year.
- Table 4 
Main findings
Models (3) in Table 4 add expectation-based behavioural variables in the extended life-cycle framework. From a behavioural perspective, the expected standard of living in 2011 is the "reference point," the change in living standard currently experienced was the "change in consumption utility," and the potential effect of a "bad surprise" on retirement could be interpreted a measure of "loss aversion" since it depicts a situation where individuals face a loss since they do not reach the reference point. In order for the effect of "bad surprise" to provide proper evidence of loss aversion, it should be bigger than the opposite effect of a "good surprise" on labour force participation. Estimates in model (3) for "bad surprise" display the expected sign and is significant (+9.9 pp.; p-val.<5%), while estimates for "good surprise" have the expected sign were statistically insignificant (-2.2, p-val.>10%). More precisely, results from conditional marginal effects comparison tests suggest rejecting the null hypothesis (equality of the effects of "bad surprise" and "good surprise" in absolute terms) with a p-val.<10%. This suggests a lack of statistical power. However, the value of the marginal effects and the difference in significance between "bad surprise" and "good surprise" are sufficient to conclude that a "bad surprise" has large effects. We interpret this result as evidence of loss aversion.
The estimates for "good or bad surprise" are not significant in model (4), but this model appears to be miss-specified after other behavioural measures are included. Risk-aversion and perceived life-expectancy are not significant, and the drop in the significance "bad surprise"
suggests that this could be (i) due to a loss in statistical power due to a large number of missing values for these variables, and (ii) the result of a potential trade-off with our expectation-based behavioural measures. In order to explore further this issue, model (3) was repeatedly estimated on sub-samples of the population, broken by risk-aversion and perceived life-expectancy; gender is also considered in an exploratory way as men and women exhibit different behaviours with regard to moving or staying on the labour market.
- Table 5 about here - Table 5 presents estimates of a decomposition of model (3) by several variables. The results indicate that individuals with a "bad surprise" are likely to remain at work if they are male (+18.7 pp.), risk-averse in the base year (+15.1 pp.), and if they expect to live a longer life (+13.2 pp.). The fact that the effect of a "bad surprise" is always significant and large, while the effect of a "good surprise" is never significant and always small, support the "loss aversion" assumption. The interpretation could be that workers have chosen to remain at work in 2011 to compensate for the "loss" they felt with regard to their reference point. The estimates for "bad or good surprise" for females, risk-seekers, and those who expect a shorter life never were significant. Intuitively, one may interpret these results in the following way (i) men are often the main bread earners among the baby-boomer generations, so they may be more sensitive to a loss in economic well-being; (ii) risk-averse individuals could also be more sensitive to a loss; (iii) individuals with higher perceived life-expectancy could compensate for the loss more easily since they had more time to spend in the labour market.
In all cases, these result support the behavioural assumption that individuals facing loss aversion tend compensate the "loss" (with regard to a reference point) by prolonging work activity before retirement.
Discussion
Limitations
We acknowledge this work has some limitations that could provide directions for further research. First and foremost, we fail to endogenise the reference point as suggested in Koszegi and Rabin (2006) . The criticism is that the reference point is a free parameter to be determined by the researcher (e.g. Pesendorfer 2006 ). Nonetheless, we tried to consider the expected change in living standard as a predicted outcome of lagged measures of ability to make-ends-meet in wave 1 (2004). The increase in the longitudinal dimension reduced the statistical power of the sample and the estimated models yielded non-significant results.
We also fail to endogenise the effect of the experienced gain or loss on exits from the labour market, leaving us with a potential reverse causality issue. Respondents who remain in the work force tend to earn higher average incomes, while those who earn more, are less prone to exit from the labour market. Tackling this issue proved quite hard since the use of instrumental variables may be complex (i) with the econometric set up to carry out as our behavioural variables were derived from the cross-product of two variables, and (ii) with regard to the choice of the instruments. However, if we discard the issue of the reference point discussed above, the expected gain or loss in living standard was mainly considered as a control variable for a "good and bad surprise."
Although the initial aim was to carry out cross-country comparisons in loss aversion and retirement decisions, the small proportion of "bad surprises" combined with the a relatively small sample size made thus difficult, if not meaningless, to explore cross-country differences. More generally, survey data in behavioural economics are a scarce resource, usually not initially designed to carry out this kind of analysis, so that data limitations are a general limitation to overcome. A closer link between research needs and survey data production would be beneficial, as the success of the SHARE project demonstrates.
Avenues for further research
Our results are based on the assumption that respondents' reference points were stable over time, and that the assessment of their economic well-being was consistent over the period. We have no evidence supporting this assumption. In theory, an individual's assessment of her situation could be time-inconsistent. For example, although the standard of living did decrease, adaptive behaviours (Cros, 2008) could have made the respondent under-estimate the loss in economic well-being as she gradually got used to her new living standard. Recent developments in economic theory suggest that preferences may change with circumstances when properties of the agent's alternative choices are modified (Dietrich & List, 2013) . The experimental literature finds that changes in individual preferences may have occurred during the great recession (Fisman, Jakiela & Kariv, 2015) .
This alternative assumption has theoretical and practical implications. From a theoretical perspective, this would have provided a similar result as a shift in the reference point (e.g. Arkes et al., 2008; Schwartz et al., 2008; Masiero and Hensher, 2011) and goes back to the issue on how to endogenise the reference point in empirical studies. From a practical perspective, it suggests that there is a potential over or under-estimation of the "good or bad surprise." For instance, workers would have taken into account the average reduction in labour incomes due to the crisis, so that a change in agents' expectations could have meant that agents modified the reference point to a lower level. As a consequence fewer cases of 'bad surprise' would have occurred than what was accounted for, so the effect of the variable 'bad surprise' on job retention would have been reduced. Despite this potential downward bias, our results still support the main assumption that a 'bad surprise' has a strong and persistent effect on job retention. The use of objective measures such as change in income amounts could reduce the reporting bias, but would leave us uninformed about how the individual rated her on living standard, i.e. whether she feels she reached the reference point or not. Since there is to our knowledge no evidence on this issue, we believe further research could use longitudinal anchoring vignettes from SHARE to explore the issue of time-consistency in the assessment of the living standards between individuals and over time, netted out from respondents' differential item functioning (Bonsang and van Soest, 2012; Angelini et al., 2011) .
As already mentioned, our expectation-based measures of preferences only identify a small proportion of the population outside the range of rational expectations, since only about 10% of the sample experienced a "good or bad surprise." Robustness checks based on a broader definition of "good or bad surprise." (e.g. expecting the status quo and experiencing a loss) do not yield significant results, which suggests that the "loss" with regard to the reference point must be somehow substantial. In this case, one may assume that individuals with higher cognitive capacities tend to make more accurate anticipations. From a theoretical perspective, Tversky and Kahneman (1991) assume that reference dependence with loss aversion is a form of non-standard preferences linked to cognitive ability. Behaghel and Blau (2012) showed that US older workers with higher cognitive ability adapted better to a change in statutory retirement age. Nevertheless, in our case, loss aversion remains significant after we control for an objective measure of respondents' cognitive ability. This result gives substance to the alternative assumption of affective forecasts (Wilson and Gilbert, 2003) which suggests that prediction errors could happen when mental simulations are decontextualized, i.e. the contextual factors that are present at the time an individual mentally simulates a future event may not be present at the time the event actually occurs. This could typically be in the case of some exogenous shock just like the 2009 economic crisis.
Conclusion
We estimate a reduced form model of expectations-based reference-dependent preferences to explain job retention of older workers in Europe in the context of the 2009 economic crisis.
We assume that an individual's expectation of her living standard in the near future was her reference point. Individuals who face a "bad surprise" i.e. they experienced a lower than expected level of economic well-being would feel it as a "loss" with regard to their reference point. Using SHARE micro-economic individual panel data in Europe between 2006 and 2011, we find that on average, individuals compensate their "loss" by remaining active longer in the labour market -where earnings and economic opportunities are higher. This effect was larger than the opposite effect of leaving the workforce in the case of a "good surprise" 20 suggesting that individuals attach more weight to losses than gains. We interpret this result as evidence of loss aversion when the reference point is based on expectations. We also find that loss aversion is more common among men, risk-averse individuals and those with a higher perceived life expectancy.
Our results can partly explain the modest reduction of labour force participation in the context of the 2009 crisis that the usual life-cycle determinants of retirement decisions could not realistically explain. However, the contribution to our understanding of the complex phenomena of retirement is small from a behavioural economics perspective. The relatively small proportion of individuals who report suffering a loss with regard to the reference point ("bad surprise") probably does not plead in favour of public or private strategies to help people make more accurate predictions. The paradox being that from a public policy perspective, the current trend in Europe is to encourage older people to work longer. 
